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The  mother  of  all  post-World-War 
II  recessions  has  left  the  State  of 
Connecticut’s  fisc  in  a  shambles.  In 
a trice, that unnatural disaster undid 
what  four  years  of  prudent  budget-
ing  had  accomplished,  including  (by 
November  2008)  a  Budget  Reserve 
(“Rainy  Day”)  Fund  of  $1.38  billion.   
That and other one-shot revenue sourc-
es will get us through the current bud-
get  biennium  (FY2010-FY2011)  with 
some relatively modest spending cuts.   
But the FY2012-FY2014 budgets will 
test the mettle of Connecticut’s politi-
cal leaders—and the voters who elect 
them.    We  Nutmeggers  have  some 
soul-searching ahead of us, to decide 
what really matters, and what we can 
do  without.    The  gubernatorial  elec-
tion campaign now cranking up is not 
too soon to start.
	 A	mandatory	question	to	put	to	all	
candidates	for	governor	should	be	what	
mix	 of	 spending	 cuts	 and	 increased	



















Fund	 (ignoring	 Transportation	 and	
other	“special”	funds)	that	Comptroller	
Nancy	 Wyman	 cautioned	 presaged	 a	
“structural”	 deficit—current-services	








No	 worries,	 mate:	 the	 State	 still	 had	
lots	of	fiscal	room	to	maneuver,	with	
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We Nutmeggers have   
some soul-searching
 ahead of us, to decide 
what really matters, and 
what we can do without.
The “Operating Surplus (Deficit)” = realized State revenues less 
actual State expenditures, before sleight-of-hand.
SOURCE: The Connecticut Economy, based on State Comptroller, 





















































































Any End to Budget Nightmares?


















































	 But	 worries	 did	 arrive:	 In	 the	
fall	of	2008—i.e.,	early	in	FY2009—







than	 $1.1	 billion—in	 just	 one	 year.	 	
Sales	 tax	 receipts	 fell	 another	 $260+	
million,	 as	 consumer	 spending	 nose-
dived.	 	 Corporation	 income	 tax	 rev-
enues,	which	had	already	declined	by	
17.6%	 during	 FY2008,	 fell	 another	
$118	 million	 in	 FY2009;	 the	 total	
swoon	was	31%	($275	million)	over	
the	 two	 fiscal	 years.	 	 The	 calami-
tous	drops	in	those	three	taxes—which	
make	up	most	of	State	taxes	and	about	




spending	 on	 such	 short	 notice,	 mid-
stream	in	a	budget	year.		Connecticut’s	
leaders	 managed	 to	 cut	 expenditures	










short	 maturities	 (to	 hold	 down	 bor-
rowing	 costs),	 put	 further	 negative	






get	 woes,	 even	 as	 the	 fundamentals	
themselves	continue	to	worsen.
THE ONE-SHOT BIENNIUM,  
FY2010-FY2011
	 Having	dodged	a	bullet	in	FY2009,	
the	 Rell	 administration	 then	 had	 to	
turn	 its	 attention	 to	 the	 FY2010-
FY2011	 biennium—which	 would	
become	 its	 last,	 with	 the	 Governor’s	
decision	not	to	run	again	in	November	
2010.		In	the	fiscal	years	beyond—the	
“out”	 	 years,	 FY2012-FY2013—the	
Rell	 forces	 will	 be	 “out”	 and	 it	 will	
be	 someone	 else’s	 turn	 to	 tame	 The	
Deficit	Beast.









constant,	 factoring	 in	 built-in	 cost	








of	 the	 21st	 century	 (see	 the	 Spring	
2005	 issue,	 page	 10),	 before	 settling	






Blink	 once,	 $1.04	 billion	 was	 gone.	 	
Blink	twice,	the	remaining	$342	mil-
lion	was	gone.		Easy	come,	easy	go.
	 “Other	 sources”	 also	 provided	
important	 deficit	 relief	 in	 FY2010-
FY2011,	 as	 can	 be	 seen	 in	 the	 line	
graph	 on	 page	 4.	 	 Compared	 with	
the	 FY2008	 level,	 “Other	 Sources”	
added	 $1.2	 billion	 to	 total	 revenue	
the	 next	 year;	 a	 projected	 $2.4	 bil-
lion	 in	 FY2010;	 and	 (according	 to	
the	 Governor’s	 “Mid-Term	 Budget	
Report”,	February	2010)	$2.9	billion	
in	 FY2011.	 	 Federal	 grants—which	
until	fiscal	2009	accounted	for	90+%	









	 Besides	 the	 one-shot	 revenue	
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FISCAL 2009:  
THE BOTTOM DROPS OUT
SOURCE: The Connecticut Economy, based on State Comptroller, 




















































































million,	 respectively.	 	 According	 to	
the	OPM,	those	savings	were	roughly	
equivalent	 to	 laying	 off	 about	 5,000	
state	employees.























shot	 fixes	 in	 balancing	 the	 FY2010-







(like	 the	 27th	 bi-weekly	 payroll	 that	
occurs	 every	 so	 often),	 will	 add	 an	
estimated	$1.36	billion	to	the	FY2012	
deficit.	 	 (Note	 the	 $238	 million	 for	

















new	 Connecticut	 working	 definition	
of	draconian	policy	changes.	
LET THE SOUL-SEARCHING BEGIN
	 The	 Hartford  Courant’s	 Susan	
Campbell	 scolded	 us	 about	 “stiffing	
the	vulnerable”	in	hard	times,	in	her	
February	14,	2010,	column.		But	the	
facts	 on	 the	 ground	 are	 that,	 to	 get	











eoffs	 between	 cutting	 public	 services	
and	raising	taxes,	to	name	but	three.	 	
Given	 a	 choice,	 most	 people	 would	
rather	 put	 off	 thinking	 about	 such	
issues.	 	 We	 have	 no	 choice,	 though.	 	
As	 a	 state,	 and	 as	 individual	 voters,	
we	will	face	such	issues	not	later	than	
next	year,	when	the	budget	for	the	next	


























relatively	 few	 high-income	 taxpayers,	
while	 keeping	 Connecticut’s	 top	 rate	
competitive	with	those	of	its	neighbors.	 	






underlying	 the	 projected	 $3-billion	
deficits.		To	get	much	more	blood	out	
6  THE CONNECTICUT ECONOMY  SPRING 2010
BUDGET RESERvE “RAINY DAY” FUND
SOURCE: The Connecticut Economy, based on Governor’s  

































































































































































politics	 of	 such	 measures	 could	 be	






But	 competition	 with	 neighboring	
states	and	concerns	about	progressivity	
would	seem	to	so	limit	our	options	that	
relatively	 little	 revenue	 could	 result.	 	
The	timorous	recent	reduction	in	the	
6%	 rate,	 now	 a	 dead	 letter	 because	










tion	 of	 corporate	 income,	 compared	

















	 If	 higher	 revenues	 won’t	 provide	































System	 (SERS)	 liabilities.	 	 (Cuts	 in	
the	 last	 item	 would,	 of	 course,	 be	
“borrowed”	from	future	budget	years,	
and	 thus	 augment	 future	 deficits.)	 	




as	 fairly	 flexible.	 	 But	 the	 required	
collective	bargaining,	on	the	heels	of	






Big	Two	 by	 a	 magnitude	 are	 human	
services	($5.9	billion,	or	29.2%)	and	
education	 (all	 levels,	 $4.6	 billion,	 or	
22.8%).	 	 Health-and-hospitals	 ($1.9	
billion,	or	9.4%)	and	corrections	($1.7	
billion,	 or	 8.4%)	 offer	 another	 $3.6	
billion	in	spending	eligible	for	cuts.
	 The	 four	 major	 functions	 plus	
the	 half	 of	 non-functional	 spending	
do	encompass	many	of	Connecticut’s	
“vulnerable”,	 but	 they	 also	 extend	




	 The Connecticut Economy	will	con-
tinue	to	follow	the	saga	of	Connecticut’s	





SOURCE: The Connecticut Economy, based on Governor’s  
Mid-Term Budget Report (Feb. 2010).
Corrections
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$5.9 billion
(35.8%)